ED 077 108 



DOCniiENT RESUME 

Ek 005 018 



ADTHCR 
TITLE 
PUB BATE 
NOTE 



Lindman, ,Erick L. 

The Assault on State School Finance Systems. 
20 Mar 73 

7p. ; Paper presented at Anierican Association of 
School Administrators Annual Convention (105th, San. 
Francisco, California, March 17-21, 1973) 



EDBS FRECE MF-$0.65 HC-$3.29 

DESCRIPTORS Educational Finance; *Equal Education; *Equalization 

Aid; Foundation Programs'; ♦Full State Funding; 
Property Taxes; Resource Allocations ; Speeches ; 
♦State Aid;^ *State School District Relationship 

ABSTRACT 

Assuming that full State- funding proposals will 
become more prevalent as a result of recent court decisions affecting 
State educational financing systems, the author examines the problems 
and opportunities presented by full State funding and suggests a 
progranrjnatic approach to the allocation of State funds to local 
school districts. He suggests that existing categorical aid programs 
be condensed into nine instructional and three student services 
programs, vith a program cost formula for each of the twelve programs 
to be developed. These formulas could be as objective as possible to 
assure that all local school systems would receive equal treatment, 
yet be sensitive to unusual local conditions that affect the amount 
of funds needed* (Author/JF) 
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^ If the Serrano decision is sustained, local school taxation must either be 
equalized or eliminated. " The elimination option, commonly called "fUil state 
funding, would fiindamentally change the relationshit) between the state education 
agency and local school districts. The latter would become more like departments- 
of state government and less like municipal corporations. They vould lose most 
o.-- their fiscal independence; decisions requiring additional expenditures would 
be made by the state. 

i 

■ The other option, to equalize taxing capacities of school aistricts, has been 
offered as a way to preserve substantial local fiscal independence without vio- 
lating the equal protection clause 01' the Fourteenth Amendment. Althou/-h this 
goal IS widely approved, the feasibility of its attainment is often. questioned. 

If it were possible to alter boundaries of school districts, so that assessed 
values of taxable property per student were nearly equal in all districts the 
fl^Z »?^^^ «^ attained. But, to do this would require school districts so large 
that local fiscal independence would" no longer be "local. " Instead, there 
would be regional taxing agencies which would offer little advantage over state- 
vide taxation and fUll state funding. 

• • 

For this reason, the most widely-discussed approach to eoualizing the school 
tax base is a state aid system called "power equalizing." This system, sometimes 
called equaxized matching," permits the school discrict to deteraine its tax ratP 
and requires the state to "match" the proceeds of the local school tax, using 
different matching ratios for different school districts. The matching ratios are 
inversely related to the taxable wealth per student of the school district, so 
that low-wealth school, districts receive greater amounts of state aid, and the sum 
of local and state funds per student is the same for an school districts which 
levy the same tax rate. 

The "power equalizing" plan of state school support is offered as a substi- 
tute for the widely-used "foundation program" which, according to recent courfc 

rA ^ecisions, violates the equal protection clause of the Fourteenth- Amendment. " 

Q bince there are many similarities between "power equalizing" and the "foundation 
program approach to public school finance, the -distinction between them needs 

15 flarification. The following statements indicate the essential difference between 
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Pover Equalizing 

Purpose: To establish an equal tax 
base per student, thus equalizing 
potential income per student for 
all school districts. 

State Contribution: Amount is in- 
versely related to local taxable 
wealth per student and directly pro - 
portional to the total local school 
tax rate> 

Required Local Tax Rate: No specific 
tax rate is required, but the amount ' 
of state aid is reduced if the local V 
tax rate is reduced. ^ \ 

Limitation Upon State's Contribution: 
No limit is established. If a local 
school district increases its local 
tax rate, it would be entitled to 
more state aid* 

Source of Inequalities: Inequalities 
in income per student depend upon the 
willingness of people to tax them- 
selves locally for public schools; 



Foundation Program 

Purpose: To guarantee a specific annual 
income per student for all school dis- 
tricts, irrespective of local taxable 
wealth per student. 

State Contribution: Amount is inversely 
related to the local taxable wealth per 
•student and is independent of the total 
local school tax rate. 



Required Local Tax Rate: A specific local- 
tax rate is required by law for all school 
districts to provide the local contribution 
to the foundation program. 

# '' ' 

Limitation Upon State's Contribution: 
The state contributes toward the cost of 
the minimum program only. Expenditures 
beyond the minimum must come entirely 
from local taxation. 

Source of Inequalities: Inequalities in 
income per student stem t^rimarily from 
differences in taxable wealth per student 
for school taxes beyond the required 
local contribution rate. 



The foregoing description indicates why one approach is called "power equal- 
izing, " or "equalized matching, " and the other the "foundation program. " Under 
the former, a matching ratio is first computed. ^for each school district. Low- 
wealth districts would have high state matching ratios, calling for, say, $5 from 
the state for each dollar raised locally. School districts with large amounts of 
taxable wealth per student would have low matching ratios and would receive, 
say, $1 from the state for each $5 raised locally. For extremely wealthy school 
districts, the matching ratios would be negative, calling for a contribution from 
the district to the state. 

The formula used to con5)ute the matching ratios would assure that school 
disctricts which levied the same tax rates would receive from state and local 
sources combined' the same total number of dollars per student. In this sense, 
the potential incomes would be equalized . 

The term foundation program refers to a specific amount of income per student, 
presumably sufficient to finance a minimum, or standard school program. Under the 
foundation program concept, the state contributes only toward the cost of the state 
standard program. Expenditures beyond this amount must be obtained exclusively 
ftom local tax sources, giving an advantage to school districts with large amounts 
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cited by the Court in the Ser^Z ^^, " " °f the inequalities 

all I^Uc'fch'oTL,i::=Sll*^l*?^ f precisely vhat it sav= 

tajration for publio acSoS JiS be ^ ^^^'^^ sources, anfloc^J ^ 

policy vould inevitably hrLra n^ Sla?S^"'\ ^ ^-^-g-^ ^ °=hoo?fi„a„ce 
ag^oy a„4 local school distfictr SSe 4es=riM^'t^*''= education 

ana local school districts^ tte ^1?!'°°*^^ =tate educatiragency 

^^^^^'tT^TX^:tZT'l^,tr>r? *° of the state 

proving the status of schools L thfLs vt^tl '"^f "^^'^ bought iy 

tion ^o1^L\'?:Sc\To°Ll^^^^^^^ accomplished by the founda- 

a compromise between statev;ide eaua?S^ o? JnhTf ' ^^'^^ ^^^^^^ schools rest- 
option to strive for excellence on tJe n?J °^ *he one hand, and local 
between statewide uniformity and Leal o^tn' P^^^-^^Ple, this compromise 
acceptance depends primarily nl^on ?J ^ 1°"" reasonably well Tf c 
the quality of Publfcl^hooJi^f^aJa^S^^ ^ reasonable baSnJ; bej^een 
and the quality of schooling^?o^?ded th5°J ^l^ '^'^^^"^ ^^^th i^ the stSe 
If this gap is small, and if ?Je s^a^e sta^d f * ^^^ten^^ in the s^at^ 
"ase IS generally accepted. '^"^^^^ adequate, the comJro- 

1^00^ Se 'iHiS-- support of .ublic 

energies formerly-dSSHd to eoualiSS „^?°^*"e «'i^^d-5ea^t 
into a search for adequate fli^dw lo^.g"" =fool support vould be re°diScted 
to argue for more lUnds for lo».^lS dlJt^*^ f ' "° ^°°S^r " be Sssibla 

St°rirtf ZT'' °" "sh-veaSh dirtjirts "Se^eV"?^.*''™ *° expendS^re 

upon .alary schedules. '^^^^^^^^^ . 
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levels prevailing in average districts. This change would require new methods of 
assessing the benefits and costs of educational programs. 

2. Under fall state funding, local initiative in the development and main- 
gnance 01 new innovative programs would be severelyTelF icted . ' This iiS-nrthat 
state education agencies would need to devote more energy to developing new ways 
ILTT. ^""t prevailing weakness of the publL fchool sjs- 

tern would not be financial inequality, but rather excessive uniformity. This fact 
would require new emphasis in the leadership role of state education agencies. It 
would require new ways to introduce new programs into the public schoofs! 

local^^ch^,,!^.^ ^^i, determination of the precise total amount of 
io^ S|h20i bu^, forme^ a ^inction, would ^^^hT T^pSK^lTty 

£f Jhe s|ate Under present school finance pro cedin^,-th^titi contributes 
J^lit in a minimum amount per pupil and assumes that this amount will be 

supplemented up to the precise amount needed from local sources. With elimination 
tL if 'r"' ^^PPlen^entation would no longer be possibler and 

a^u^? -T^^f^hi ^ ^^^^^^ ^^^^^^^ °f ^he minium 

IZ^IU i J """"^^ ^^""^ far-reaching affects upon the relationsh ip betwee n 
the state education agency and local school districts. oexween 

i 

Under the foundation program, there was always the final, crucial local con- 

contribution wa^ small, it ^as 
crucial, because it determined the total amount of the school budget. Income 
from state and Federal sources was computed first, and the amountf c^ntrJbSed 
were usually independent of the total amount of the school budget! ^e final 
budget-balancing contribution came from local sources, and it ^s the deteSination 
process'.' ^^^^ role iHhe budgetaT 

.•n °^ ^"""^^ ^'^^Id reduce significantly the local role 

age^S XcZlTllT responsibility upon the'sSte eScaSo: 

agency. To discharge this responsibility, state education agencies would need to 
develop new systems for allocating state school fUnds among Lcaischool d?strirts 
The new system should have three characteristics: aisrricts. 

1. rt mst be more precise and^ make provision for unusual local needs 
Present systems granting Wi^r^ITp— oFF57ooolircli¥s7?^ ffS* 
to measure adequately the total annual need of local school sySs! 

of .J?,LJ^ -i^l^tify clearly, for the legislature and- the public, the scooe 

iirni^ ^ H^.^^i^HF^st^sT-ixfeFfJr^tlgjfc- 

ally-aided programs, do not indicate the scope of educational services provided bv 
the school. This must be clarified to justify appropriation reqJIsts! "^S ^he ^ 
past appropriations were often requested to reduce excessive local s^hoo? tax 
rates, or to increase financial support of low-wealth districts. These ar^ments 
for increased state school appropriations would no longer be available; Sad 
It would be necessary to defend appropriation requestfby describing aid^valual 
ting the various components, of a total school program. evalua- 
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3* H preserve conimunity and parental interest in the school program , 
even though all income comes from more remote sources. There is a danger that 
the school, as an institution, would shift its .primary loyalties from the local 
community to its sources of money the state, and Federal governments. This could 
lead to decreased cooperation between the home and school, thus weakening an 
essential element in the child-rerring process* 

With these requirements in mind, the programmatic approach to public school 
support has been developed. 



The Programmatic Approach ^ 

The programmatic approach to the allocation of state funds to local school 
districts displays clearly the amount of state funds allotted for each major 
school program; In this sense, the plan resembles the categorical aid system, 
which most school administrators dislike because of the constraints it places 
upon the budgetary process and because of its burdensome administrative conco- 
mitants • Appropriating, agencies, howevei', like its clarity of purpose • Unlike 
general support, categorical aids seem to assure legislators that, for a relatively 
small appropriation, substantial program improvement will be achieved. 

The problem, then, is to retain their clarity of purpose and avoid their 
administrative constraints and burdens* This can be achieved by consolidating 
existing categorical aids into fewer programs with broader purposes, it is suggested, 
therefore, that state school funds be allotted to local school systems for each of 
the following programs: 

Instructional Programs 

1. The Standard Elementary Program 

2. The Standard Intermediate Program 
3» The Standard Secondary Program 

k. Kindergartens and Nursery Schools 

5» Summer School Education 

6. Vocational Sducation 

7» Special Education 

8# Compensatory Education 

9. Adult Education 
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student Services Programs 

10. Health Services 

11. Food Services 

12. Pupil Transportation Services 

For each of these programs, goals and objectives should be formulated, along 
with criteria for assessing the programs* effectiveness. For example, the 
purpose of the summer school education might be: (l) to provide for children 
who have failed a course aa opportunity to make it up during the summer; (2) to 
provide special advanced instruction for gifted students who show talents for 
school work substantially beyond that available in the regular -school program; 
and (3) the provision of typing for students who want one course in it for personal 
use. If these are the objectives of a summer school program, then it should be 
possible tp report, at the end of the year, the number of students who completed 
the courses and how well they did in these courses. With such a report, the 
legislature should be able to determine whether or not its investment in summer 
school education is a sound one. Similar objectives should be spelled out for 
each program. ; 

After the programs, are identified and the goals clearly stated, it is necessary 
to determine the resources required for each program, along with their costs. 
For this purpose, it would be necessary to develop a program cost fonrula for each 
of the twelve programs. These formulas would need to be as objective as possible 
to assure that all local school systems receive equal treatment, yet they should 
be sensitive to unusual local conditions which affect the amount of fUnds needed. 

In the recently completed National Educational. Finance Project, it was sug- 
gested that some students cost more than others to educate. Accordingly, it^vas 
suggested that all students be classified into different categories representing 
different degrees of educational difficulty. Then an annual cost of education 
amount for each category could be established. 

Under this plan, a local school system would simply report the number of 
students it had in each category, and it would receive from the state the esta- 
blished amount of money for each student. This plan was suggested for use 
in foundation programs, but it probably is not sufficiently precise or sensitive 
to local needs to be used under full state funding. 

For full state funding, it is proposed that, for each of the nine intructional 
programs, there be three allotments: (l) an allotment for salaries of certificated 
employees; (2) a standard support allotment; and (3) a supplemental support 
allotment* -.The^ sum of these three allotments for an instructional program is the 
amount of current expense funds needed for that program for one year*^ - 
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Ob show how allotments to local school di<;tr-!n+e -p^v, 
computed, illustrative "Budget Request Fnri.," h«f: ^^ ^ program would be 

Elementary School Program^' and for f S \. . S^^" Prepared for th3 "Standard 

school district woSd°^::parfsu:j a^^d^t'le^L'stl^^^^ "^T^ " 

f y» d Duagex request form for each program it maintains. 

salary scheaule. .e,uire„e„ts, and to the ataS SSa^a'^^^li^SS.'" 

Although this part of the budget review T)rocp<;<5 ^- ,t 

^ective," approval of. amounts requfsterSr^SppleLSaiJ Sut>^o^^«"' 

careful analysis TnAinrJorJ a. •^uppxeraenxary bupoort would require 

equipment uSli vo^al 2' e,rSuVL\\\e^^ °' in.truo?ional 

buiiaings, security personnel needed trn^^tLfi -iS- ^ tncurred for old 

State policies conje^nin. ^iTlT. ^^xS^tl KvX^f Sr^^ience. • 

-larflXSr r iX^?L1t1te°^cal\t^t:?.%^--^ - ™ 

reason, state approval of iJLllalary SduSs is T"'™':. 

a gradual movement toward more unifoS salary pollciesf ' ^"-^ 

, This budget review process contemplates <;tatP -in+,-w„«„4..- . ^ 
formerly local dicisions. not becansr;;! !^ J! J into what were 

because the state, under^f^?l fJnd?n! f ^ ^^f wisdom, but simply 

ably throughout tie^tate SoS?^?'' Sm^'L'cal f S^*" 
teaching personnel would be i^?ntSned SSuira tl^'?" \° ^"^^^^ 

^ri«re^„t^ffi-:e1vf TTiT^J^F^^^ ^^^^ 
be expended for nev^nllrf^^r^^t'L^SSSnrLJLySls!""" *° 

Concluding Comment 

This paper assumes, but does not advocate -Rin <,4.=4.= jx ^^ 
of the local school tax However if thJ n^^^c-?^ ! ^ finding and elimination 
for public schools HK^Sis, anrS^our^s c?w f 

Decision, lUll state fUnding If b:°?2\a've ?f\\f l^ur^^ °' ' 

should begin now to examine the^oblems and oppoHuBuL \t pr^ 



